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SUBCOMMITrEE CHAIRMAN TIM PENNY URGES
SHIF'T IN CARGO PREFERENCE FUNDING
For immediate release, Thursday, October 14, 1993
WASHINGTON -- Rep. Tim Penny, D-Minn., Chairman of the House
Agriculture Subcommittee on Foreign Agriculture and Hunger, believes the U.S.
Department of Agriculture should get out of the business of subsidizing the maritime
industry.
In a recent letter to President Clinton, Rep. Penny urged that the funding
for the $200 million annual cost of the current cargo preference mandate come out
of the budgets for the Departments of Transportation (DoT) or Defense (DoD), rather
than Agriculture (USDA).
The cargo preference mandate requires that a certain percentage of
government-sponsored food cargoes be shipped on vessels registered in the United
States. However, since U.S.-flagged vessels tend to have higher freight rates, the
Federal government subsidizes the higher costs of using U.S.-flagged ships.
"Current policy is flawed and I don't believe it reflects the future needs of
the U.S. maritime industry, current budget realities or administrative difficulties in
impiementing the policy," wrote Rep. Pell1IY in lilio lettt;"i' to Presidttut Clinton dated
Oct. 7.
Rep. Penny expressed disappointment that Vice President Gore's "Reinventing
Government" report did not include an internal recommendation to eliminate cargo
preference.
"Instead of implementing maritime deregulation which would have saved
taxpayers $23 billion over ten years, an independent commission will be established
to review the U.S. maritime industry," noted Rep. Penny.
He also questioned why the Department of Agriculture should fund a $200

million-a-year program ~hat Defense and Transportation officials maintain contributes
to the defense preparedness of the United States.
"If cargo preference is so critical to DoD and DoT, why are these agencies
unwilling to absorb the additional $200 million cost for cargo preference? An
unwillingness on the part of DoD or DoT to accept direct administration of cargo
preference is a clear indication that cargo preference plays no role other than to
subsidize an inefficient shipping industry," he wrote.
Rep. Penny's letter also pointed out that while mandatory farm program
spending has been reduced by $17 billion since 1990, the maritime industry has seen
no real reduction in its Federal subsidies.
"I believe the first step in addressing this issue is a requirement that the
Department of Defense or Transportation, who benefit from cargo preference, should
pay for the program. I would even go so far as to advocate a one-time transfer of
$200 million from USDA to DoD or DoT which would spare USDA the logistical
nightmare of dealing with cargo preference regulations," Rep. Penny suggested.
Rep. Penny urged the President to consider this shift in funding to "eliminate
the constant battle between agriculture and the maritime industry and allow the
Department of Transportation to evaluate cargo preference within the context of
overall maritime policy."
For a copy of Rep. Penny's letter to President Clinton, contact Jane Shey of
the Subcommittee staff at 202-225-2171.
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